Managing in a post-merger/post-acquistion period in service industry: Focus on bank industry in Rochester area by Daminova, Dilyara
Rochester Institute of Technology
RIT Scholar Works
Theses Thesis/Dissertation Collections
1999
Managing in a post-merger/post-acquistion period
in service industry: Focus on bank industry in
Rochester area
Dilyara Daminova
Follow this and additional works at: http://scholarworks.rit.edu/theses
This Thesis is brought to you for free and open access by the Thesis/Dissertation Collections at RIT Scholar Works. It has been accepted for inclusion
in Theses by an authorized administrator of RIT Scholar Works. For more information, please contact ritscholarworks@rit.edu.
Recommended Citation
Daminova, Dilyara, "Managing in a post-merger/post-acquistion period in service industry: Focus on bank industry in Rochester area"
(1999). Thesis. Rochester Institute of Technology. Accessed from
Managing in a Post-merger/Post-acquisition period in
Service Industry:
Focus on Bank Industry in
Rochester Area
By Dilyara B. Daminova
A Project submitted to the Faculty of the School of Food, Hotel and
Travel Management at
Rochester, Institute of Technology
In partial fulfillment of the requirements for the degree of Master of
Science
July 1999
ROCHESTER INSTITUTE OF TECHNOLOGY
School of Food, Hotel and Travel Management
Department of Graduate Studies
M.S. Hospitality-Tourism Management
Presentation of ThesislProject Findings
Name: Dilyara B. Daminova Date: 07.22.99 SS#: _
Title of Research: Managing in a Post-MergerlPost-Acquisition Period in Service
Industry: Focus on Bank Industry in Rochester Area
Specific Recommendations: (use other side if necessary.)
Thesis Committee: (1) Richard F. Marecki, Ph.D.
(2) Warren G. Sackler, M.B.A.
OR (3) David H. Crumb, MBA
Faculty Advisor: Richard F. Marecki, Ph.D.
Number of Credits Approved:
(Chairperson)
Date Committee Chairperson's Signature
Date Department Chairperson Signature
Note: This form will not be signed by the Department Chairperson until all corrections,
as suggested in the specific recommendations (above) are completed.
Cc: Departmental Student Record file - Original
Student

Abstract
Managing in a Post-merger/Post-acquisition period in Service Industry: Focus
on Bank Industry in Rochester Area
For the past years the takeover technique and merger defense have been paid
special attention and have been closely studied. However, the inside experience in
newly merged organizations, the challenges that management faces and the solutions
for problems often remain uncovered. Most importantly, if the management does not
put efforts, the merger is not going to work.
This study is an attempt to present a view to an insight ofmanaging in a post-
merger/post-acquisition situation in a service enterprise.
The study includes the following aspects: Mergers and Acquisitions: What
causes companies to merge? The Process ofMerging/Acquiring. Reasons for
Mergers and Acquisitions. History ofMergers and Acquisitions. Current situation
in Mergers and Acquisitions market: in general, Mergers and Acquisitions in Service
Industry, Banking Industry, Hotel Industry. Mergers and Acquisitions practice in
Marriott International. Employee satisfaction level in a post-merged situation and its
effects. Managing and maintaining employee satisfaction in a post-merged
environment.
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CHAPTER 1
Introduction
Over the last four decades mergers and acquisitions (M&A) have become
strategic elements of businesses in a myriad of industries. Successful mergers and
acquisitions help companies deal with globalization, advancing technology, industrial
consolidation and other trends that impact their prospects for survival.
Mergers and acquisitions occur in industries ranging form pharmaceuticals to
telecommunications. Service industry in not an exemption. We have been witnessing
mergers of hotels, restaurants, telephone companies etc. What impact merger has on
employees? How their performance and relations change? What management can do
to ensure smooth transition?
Problem Statement
In a post-merger/post-acquisition period an important factor is (people)
employees/customers, perhaps the greatest asset for the organization. It was found
that mergers and acquisitions are a leading cause of a sharp drop in employee loyalty
in general, and of a rising rate ofmanagement turnover at all levels.
In order to ensure a tight fit between two companies, most mergers and
acquisitions of the 90's have been carefully designed. However, the task of integrating
them with as few problems as possible remains difficult. One of the most difficult and
most important factors during this period is the 'right management.'
Insufficient management in a post-merger/post-acquisition period could be
very costly for the company. The problem becomes more significant when the merger
or acquisition takes place in service industry, where not only employees but also
customers would be affected.
Experience shows that success of the merger is closely linked to how well two
organizational cultures have been integrated. Therefore the most important job for
managers is to manage the integration process properly.
Often, the resignation of the best workers and highemployees'turnover
accompany the merger. Experts in M&A state that as the hotel merger mania
continues the turnover increases up to 25% (Carey, 1998). So, to keep workers with
the company, management should keep them satisfied and it can do so by using
appropriate managing techniques.
In this study the problem ofmanaging in a post-merger/post acquisition period
will be covered with the focus on service industry.
Background
Post-merger integration presents a management challenge like no other. But,
surprisingly, many executives ofmergers and acquisitions fail to determine the link to
the change in management. It was found that these changes are often overlooked
during the planning stage. In the period followed by the merger or acquisition the
unsolved problems and insufficiently planned strategies show up. Management has to
have a clear picture of how to manage after major changes took place. The dynamics
are vital and may highlight the principal reasons, as to why many mergers and
acquisitions fail.
Fortune estimates that the 10 largest mergers that took place in 1983 changed
the lives of as many as 220,000 people (Magnet, 1984). In more than 3000 mergers
that took place in 1985, tens of thousands of employees lost their jobs ofwere forced
into early retirement.
For the past years the takeover technique and merger defense have been given
special attention and have been closely studied. However, the inside experience in
newly merged organizations, the challenges that management faces and the solutions
for problems often remain uncovered. Most importantly, if the management does not
put efforts, the merger is not going to work.
This study is an attempt to present a view to an insight ofmanaging in a post-
merger/post-acquisition situation in a service enterprise.
Purpose
The purpose of this study is to identify management challenges that occur
during the post-merger/post-acquisition process and to find recommendations and
solutions in order to decrease a negative impact of the process.
Significance
First, in the field of hospitality management, the most significant and serious
problems are related to the human resource management and employee relations'
field. This is perhaps unsurprising because the service industry is a
'people' industry.
More importantly, in post-merger organizations, the tension in employee relation's
sphere often reaches its peak.
Second, the interesting fact that more than 70 % ofCEO's, vice presidents and
midlevel managers of 500 major corporations agreed that they do not have enough
knowledge about dealing with human resource issues in the process ofmerging and
acquiring.
Therefore, this study covers some of the aspects concerning management and
employee relations in post-merger organizations.
Methodology
This study includes the reviewing of the examples of mergers in different
industries by using numerous articles from local publications as well as books and
other sources of information such as Internet and integrates it with the service
industry. It provides some insight to the changes that take place in managing service
enterprise after the merge or acquisition takes place and possible factors that may
cause the fail ofmerge.
Interviews with the managers of service enterprises were conducted along
with the surveys built in Likert-type format.
Hypothesis
This study will identify problems that management faces in the process of
integration, will propose possible solutions and show the importance ofemployees'
awareness of what they will face in a post-merged situation, the necessity of training
and careful planning in the preparatory period for consolidation.
I presume that mergers and acquisition accompany by high employee turnover
and a need for a specialized training. Apart from that, the satisfaction of service
generally decreases and customer loyalty gets affected.
Scope of Limitation:
This study will focus on the major issues in managing in a post-merger/post-
acquisition period and employee satisfaction after this process in a service industry.
Some issues about merge and acquisitions that will not be discussed include financial
site ofmergers, restructuring and the process of downsizing itself. Even though these
issues are important and relevant to the topic, the detailed study that would include
them will broaden the topic to a high extent.
Definition or Terms
Merger - an act of joining two companies together in order to achieve
profitability and growth. It can be done through the direct acquisition by one of the
net assets or the other, either friendly or hostile, for cash or for stock. A newly
merged organization resembles a new organization due to changes that follow the
merger transaction.
Acquisition - the act ofbuying one or more entities by another company.
Corporate Culture - existing norms, beliefs, and values in the firm. It helps to
determine what sort of behavior is rewarded in an organization and to establish the
norms and unwritten rules that guide employee actions.
Parent company - acquiring company.
Acculturation - the process of change that takes place when two different
cultures come into direct contact. Each pre-merger organization has an established
organizational culture, which changes under the influence of another company.
Transition period - The period of time that follows the merger/acquisition. In
the contest of this study, the transition period is referred as a post-merger/post-
acquisition term.
CHAPTER 2 Literature Review
2.1 Introduction
A great number of literature sources have been written on mergers and
acquisition activity for the past years. Most of them focus on the preparation period
and the process of merger itself. In this study the focus will be on the post merger
integration and managing in the changing environment.
In this chapter the related literature will be analyzed in order to provide an
insight to the current situation in mergers and acquisition market and problems that
arise in managing in a post-merger/post-acquisition environment. Industry
periodicals, journals, interviews will be included in the study.
Topics that will be reviewed in this study include: the process of
merging/acquiring, causes for Mergers and Acquisitions, history of Mergers and
Acquisitions, current situation in Mergers and Acquisition market, predictions in the
development ofMergers and Acquisitions market, Mergers and Acquisition practice
in Marriott International, employee satisfaction in a post-merger/post-acquisition
environment, managing and maintaining
employees'
satisfaction level.
2.2 Background
Mergers play a significant role in the world of modern corporate America
(Haspeslagh et al., 1991). Pare (1994) proposes that mergers attribute to the common
and disruptive practice accompanying layoffs, relocations, leadership change and
product and marketing alterations. In the opinion of Jerimer et al. (1991) with all the
attention that is drawn to the outside part of the merger, the inside experience remains
less acknowledged and public.
2.3 Statistics
In 1998, there were more than 7,700 mergers in the United States valued at
$1.2 trillion. (Detroit News, 1999).
Reviewing the top ten deals of 1998 (Table 1), one can see that four of the ten
largest deals involved banks and three involved telecommunications. It can be
explained by the fact that banking industry characterized as one that still carries
heavy over-capacity.
Exxon-Mobil deals stands aside because of its size - $86, 355.1 min. Almost
on the same range: Travelers Group-Citicorp, SVC Communication-Ameritech, Bell
Atlantic-GTE and AT&T-Tele/Communications. Next position, approximately with
$8 billion difference is Nationsbank-BankAmerica. The list is continued by British
Petroleum-Amoco, Dailer/Benz-Chrysler, Norwest-Wells Fargo and Bank One-First
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2.4 Mergers and Acquisitions. What causes companies to merge?
What is merger/acquisition? The Process ofMerging/Acquiring.
By definition of Halperin and Bell (1992) a merger is an act of joining two
companies together. It can be done through the direct acquisition by one of the net assets or
the other, either friendly or hostile, for cash or for stock. A newly merged organization
resembles a new organization due to changes that follow the merger transaction.
Acquisition - the act ofbuying one or more entities by another company.
The process of Merging/Acquisition starts with a thorough objective. It is
represented as a measurable process rather than a set of facts. The second very important
stage in the process of merging/acquisition is partners'selection. Choosing a right partner
means getting better chances in achieving the goal. Trottier, (1998) thinks that the objective
of the acquisition should be clearly defined and thorough analysis should be conducted.
Analysis needs to be concentrated on the defining the competitive benefits provided by each
partner.
ReasonsforMergers andAcquisitions.
Why do the mergers occur? Why for the past several years mergers became so
popular?
Profitability and growth are considered to be the basic merger motives. In addition,
companies'interest could be in market share, reducing the risks of business or getting the
necessary resources or factors of production. (Goldberg, 1983). According to Haspeslagh et
10
al. (1991), merging is one of the strategies for organizational growth. Pritchett (1985) also
supports the point of view that corporate growth is the first and the most important reason
forM&A.
From financial point of view the availability of cheap and abandon capital creates an
opportunity to invest in a potentially promising company. Besides that, the company might
also take advantage of its own highly priced stock (if that is the case) by buying another
company in a stock swap.
Another cause for the booming mergers and acquisitions market is over-capacity and
overbuilding that lead to consolidation.
According to G. Jones (1997), one of the reasons for companies'merging activity is
an effort to be more competitive. However, a negative affect such as downsizing staff has
been found in the process.
Tax advantage is another very important reason for companies to integrate. (Mueller,
1980).
The progress of technology provides investors with more freedom of choosing the
target and allows them not to be limited in terms of different destinations around the world.
This also contributes to the reasons for mergers and acquisitions.
Jensen and Ruback (1983) suggest that mergers create value and benefit the entire
economy. Haspeslagh and Jemison (1991) maintain that effectively integrated acquisitions
provide opportunities for strategic renewal. The continuing proliferation ofmergers suggests
that this strategy holds the promise of financial rewards. This study does not examine
financial performance of the newly-merged organization but acknowledges that financial
objectives initially motivated the merger transaction.
11
The strategic purposes of mergers include enhancing financial performance
(Haspeslagh & Jemison, 1991), uncertainty reduction (Brenner & Shapira, 1983; Cyert &
March, 1963), organizational independence (Goldberg, 1983), and information sharing
(Badaracco, 1991). Organizations that merge are expected to perform better as a combined
organization than they could as individual entities.
2.5 History ofMergers and Acquisitions
History ofM&A in general
Four merger waves mark American history-one that peaked in 1901, a milder one
during the late 1920s, a third in 1968, and resurgence in the early 1980s (Barley & Kunda,
1992; Ravenscraft & Scherer, 1987). Each of these periods was linked to the time of
economic growth.
Merger activity of large U.S. companies slowed in the early 1990's, but is now rising
in both small and large firms. (Halperin and Bell, 1992).
History ofM&A in Service Industry
A century ago service industry sector took smaller part of the economy comparing to
manufacturing. Therefore no significant trends in mergers and acquisition were marked at
this time.
12
2.6 Current situation in Mergers and Acquisitions market
In general
The year of 1998 has been marked as a year of the biggest number of takeovers and
the year of mega-mergers like Exxon-Mobil, Travelers-Citicorp etc. For the past ten years
we witness more than 200 mergers a week (Fortune, 1999).
As opposed to the merger wave of '80s when acquirers were buying companies with
the intentions to break them up and sell in pieces, the present merger boom is marked as
finding ways for pricing power and economies of scale.
In 1998 U.S. companies had 7,700 merger and acquisition deals. The total value was
1.3 trillion, according to Houlihan Lokey's Mergerstat, which track the corporate deal
market.
Mergers andAcquisitions in Service Industry
Banking Industry:
In February, 1997 HSBC bought First Federal Savings of Rochester, NY. Marine
Midland had $23 billion of assets before the purchase. First Federal has $7.1 billion of
assets, $4.3 billion of deposits and 79 branches in New York. According to HSBC chairman
John Bond, the change was needed because fast growth in recent years had stretched
management to the limit. He emphasized that local units would maintain their autonomy and
that HSBC is not moving from geographical to functional management. So far, the earnings
record suggested that the company's strategic flexibility has worked.
13
Datta and colleagues (1991) examined the performance impact of incompatibility in
the management styles of acquirer and target firms. They found that inconsistency between
the management teams of acquirer and target on factors such as decision making, taking risk
and time orientation, negatively relate to post-merger performance. They reasoned that after
the merger, dissimilarity in management styles can lead to a poor performance of the
company. Therefore, key managerial elements should take some parts of two companies and
yield different one, which is new, but includes best elements from two of them.
It is worthwhile to look at the management of the company. The key to
understanding how HSBC works lies in its executives than in its strategy. One of the most
important features of success is cultural integrity of the management team. This integrity
allows them to transfer values, technology, and systems very effectively.
In the opinion of executive vice president Robert E. Roth, there is an element of the
risk and it needs careful management. Therefore, a strong risk management team was
assigned to work during the post-acquisition period.
Also, to ensure smooth transition, teams from all areas ofMarine Midland and First
Federal worked on plans for the integration for several months.
Darnel (1999) sees the best way to build trust with the other company (either
acquiring of acquired) is to communicate the good and the bad - and communicate often.
Concerning the fact that a merger immediately creates confusion and uncertainly among
employees, management have to address all issues honestly and up-front.
Professionals on integration from NationsBank, now Bank ofAmerica say that even
with more than 100 mergers of experience, one still makes mistakes. The important thing is
14
to try not to make the same mistake twice - and this is difficult, since no two are exactly
alike.
Let's look at the mergers that occurred in other banks and what we can learn about
management during the transition period.
On January 7, 1997 NationsBank and Bank of America merged creating the fourth-
largest bank in the US. However, efforts to build the new team had already began five
months earlier. The process was initialized by making sure associates understood why the
merger takes place. Next stage is to lay out the new organizational structure and the impact
on the jobs. The concept of a sales incentive plan is introduced as well. All this done in
order to take the uncertainty out of the future so employees could stay focused on the
present and on customers. After that, the leadership training was conducted so the
executives know what the company expects from the leaders and they clearly understand the
vision and values of the company. As a way to create a common culture, the transition team
was formed out of associates from both companies to work side by side. The process was
continued by presenting each associate (full or part time) stock option awards. The main
purpose lied in sending only one message: 100-percent trusted, 100-percent accountable and
1 00-percent empowered.
To help associate feel care of the company the new program Work/Family was
introduced which brought Bank of America to the list of 10 best companies for working
mothers. Associates were allowed to spend two hours a week on company time to volunteer
in the schools or visit their child's teacher. The associates were given the freedom, the
authority and management has encouraged teamwork and a passion for winning.
Management put a lot of efforts in keeping associates happy and listening to their opinions.
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Things like a surprise visit to say "thank you", the hand-written personal note of an
invitation for lunch to their favorite restaurant.
In terms of effective communication, the company's vision was interacted with the
help of face-to-face meetings, printed communications, group meetings, conference calls,
leadership training etc. A regular newsletter was published under the name "Merger
Update"
with the only aim to keep associates in all parts of the organization apprised of merger-
related developments. The company helped people who were laid off because of the merger
to find new jobs inside or outside the company. As a result 80% of them were placed
successfully. Another solution would be to set up a system, in which associates could call
with the problem to a central point and get immediate resolution.
Hotel Industry
Jonson B. (1996) stresses the fact that in 1996 there were some significant changes in
a great number of companies. In 1996, significant deals took place in every major property
across the U.S. Some hotel transactions include:
Hilton Hotels Corp. and Bally Entertainment Corp. created the largest gaming
company when they merged.
Hyatt Inc. started construction on the U.S.' largest full service hotel in Wichita, Kansas.
A major industrial deal was the new company called PruCrow Industrial Properties,
which was formed by Prudential Real Estate Inverstors and Trammell Crow Investment
Trust.
The Rouse Co. acquired the Hughes Corp.
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Hyatt International (According to data of 1991) opened one new hotel, including
acquisitions, every 21 days.
It turns out that for the company it's much easier and quicker to expand by acquiring
another company than internal expansion.
Melanie F.G. gives us examples of several companies that recently acquired other
properties such as Olympus Real Estate Corp. Hyatt Corporation launches 1 bin. on
acquisition program . President of Hyatt International D.Geoga mentioned about acquiring
policy ofHyatt, which encourages expansion.
Marriott have some recent acquisition (20 hotels for 1,3 bin.) and perspective
buyings. Marriott Int. continues to acquire quality, full service hotels at prices below
replacement costs. The tendency for acquisitions in Marriott Int. is enhancing. (Sheridan,
1996)
2.7 Predictions
Figures show that mergers and acquisitions market in the hotel industry is growing.
According to Coopers & Lybrand, announced and completed hotel industry mergers and
acquisition totaled 32.2 billion in the first quarter of 1998, more than three times the 8.9
billion the industry posted in 1997.
For the past several years there were a drastic increase in hotel industry in terms of
hotel construction, mergers and consolidations. Both occupancy levels and room rates
continued to grow giving more opportunities for Real Estate Investment Trust.
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In opinion of some lodging industry observers, the industry is coming out of the
period of mergers and acquisition that was lead by the willingness to find world brand
names to get credits from travelers.
2.8 Mergers and Acquisitions practice in Marriott International
Background
Marriott International is one of the world's largest hotel management companies.
Brands include: Ritz-Carlton, JW Marriott, Marriott Hotels, Resorts and Suites, Courtyard
by Marriott, Fairfield Inn and so on.
Marriott International and Sodexho
The first announcement of the merger between Marriott International and Sodexho
Alliance was made in October 1997. The transaction intended to be completed in yearly
1998. The merger would create a new corporation named Sodexho Marriott Services Inc.,
North American largest catering and institutional restaurant company with sales of more
than 4bln. (Lawn, J. et al., 1997).
Analysts commented that the merger would allow Marriott to focus on hotel
management and would allow Sodexho to become part of the biggest contract services
company that will have mostly hospitals and companies as their clientele.
In Spring 1998 Marriott spun-off its Marriott Management Services into separate
division which then merged with Sodexho USA. The new company started operating under
the name of Sodexho Marriott Services Inc. Both parent companies believe that this merger
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will facilitate their current growth and that the outcome would exceed the profits of the
companies operating separately. At the same time it would allow Marriott and Sodexho to
focus on their core businesses.
2.9 Employee satisfaction level in a post-merged situation and its effects
Based on the results of a survey Sherriton, A. Bruzzese (1997) conclude that tension
among employees can lead to their incompatibility to work together. The probability of
loosing productivity and valuable workers increases drastically.
Galpin T. (1997) notes that acquirer faces a great number of issues trying to combine
two companies. Productivity, morale and performance decrease at the time of changes. At
the same time employees uncertainty increases. People are more concerned about politics of
the company then making a company a leader in the field.
The reason why management of the acquired company gets defensive and employees
become distracted after the merger is because there is a lack of collaboration between the
parent and the acquired companies. It is up to the top management of the acquiring firm to
take care of the post-merge transition, which should be smooth, and should not negatively
affect the productivity.
The largest part of the problems that can lead merger to failure arise on the
background of communication gaps. One of the possible solutions for these problems is to
encourage employees to come with complaints, concerns and suggestions directly to the top
management. (Pritchett, 1987).
In the environment where two cultures are collide, employees are about to reevaluate
their behavior and adjust it to the demands of new culture. It means that people are looking
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at the changes in values and organizational lifestyles. The new approaches and new ways of
doing business are seen. This is where the culture shock occurs. According to Pritchett
(1985), employees first become confused, then frustrated, then resistant to change. As a
result there are multiple morale problems, decline in productivity and negative employee
attitude. All this is reflected in weaker job performance and customer relations problems.
Associates in the acquired organization are in need of special attention. They need
strong leadership, they need help in reconstruction of their corporate self esteem, they need
their pride to be restored and motivation regenerated. (Pritchett, 1985)
If previously employees saw a president and top management as an important father
figure, now they feel abandoned and betrayed. Thus, the commitment lowers drastically.
(Pritchett, 1985)
The negative effects on employee behavior are communication deteriorates
accompanying by rumors, criticism, loss of commitment to name just a few.
Problems that accompany low level of employee satisfaction are downsizing, bad
management, personality clashes, and lack ofvision can eventually lead a merger to a crush.
Weak pre-merger planning is cited as one reason for poor post-merger performance.
Mergers yield disappointing results because managers devote too little critical thought
before the merger to determining how the partners' operations should be integrated to
achieve maximum efficiency and to identifying problems that might interfere with attaining
the desired results (Ravenscraft & Scherer, 1987).
Often disharmony and psychological effects are not expected, not well understood
and as a result not well managed.
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One of the factors that can affect employee satisfaction level is a proper selection of
the leadership team. Other factors include understanding of a new culture and business value
system. (J. Nardoza, 1998)
Technology is the single biggest lever of change in the lodging industry and a critical
element in the post-merger integration process. For many hotel companies, computer
systems and technology have not kept up with the times and, in some cases, are either not
year 2000 compliant or are unable to handle the vastly increased volume of business activity
from the merger or acquisition. The post-merger integration process allows management to
rethink the way technology can improve customer interactions. Examples include electronic
commerce solutions in conjunction with reservations applications; centralized customer
profiling and guest history systems involving data warehousing solutions: and call centers
and telephony solutions to improve customer service and marketing. At the property level,
customer-friendly technology solutions such as in-room touch screen guest services,
electronic check-in and other applications are possible.
Pritchett stresses the fact that in a post-merged environment employees are
concerned about their personal careers, therefore if associates do not see opportunities to
advance in a professional ledger, the satisfaction level would be low.
Levitt et al. (1988) reveal such acculturation themes as identity, reputation,
leadership, membership, information, and appearance. They also state that members of the
newly-merged organization experience problems in mutual understanding in history, values,
or routines and that is the cause of ambiguity within the company. Managing this ambiguity
is one of the challenges management faces during the period of transition.
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It was determined that productivity, morale and performance always decline when
the situation is changing. People resist change and the degree of change during the merging
process is massive.
People should be actively involved in the process as along as they know the strengths
and weaknesses of the two companies. Their contribution to the development of business
plan might be very useful (Trottier, 1998).
In the earliest stages, after a deal is announces, people are facing with uncertainty.
Before employees show curiosity on the combined market share of think about integration of
databases, they are more concern about the impact on themselves personally. Will I loose
my job? Will my pay be affected? To whom will I report? Will I have to move? What kind
of style does the chairman or CEO have? What impact does that have on how the company
conducts its business. How much high level information can employees access? Does the
company pay for bottled water? Will employees have to share a hotel room while travelling
and so on. These questions are in employees' and managers mind after the merger has
occurred.
Beyond trying to find answers to personal questions, people also want to know about
the operations, marketing and financial aspects of the newly formed organization because
these matters also have direct impact on their lives. Therefore, management should provide
appropriate information support for all team members. (Galpin, Robinson, 1997)
Andrew Sogler, chairman of Champion International, said in 1985 that the people
trauma in this whole process almost guarantees that there won't be a productivity increase
for a considerable period of time.
->-)
One of the negative impacts of the merging process is the merger syndrome. How is
occurs? It is a combination of uncertainty and the possibility of change (Marks, Mirvis,
1997). This combination causes stress and affects relationships between people. There are
rumors and insecurities. The syndrome may influence
employees'
performance of their
regular duties. As a result, a productivity decreases and the turnover of key people take
place. Obviously, the merger syndrome has a negative impact to a successful integration.
2.10 Managing and maintaining employee satisfaction in a post-merged
environment.
Probably the most important and the most difficult part of the merger for both
companies is to bring what they have best without trying to change each other too much.
They need to combine their strengths and learn from each other.
The use of incentives can effect changes in employees'behavior and attitudes. And
figures show that incentives are needed. According to a recent article in Across the Board
magazine, the average merger runs a 50 percent of reduced productivity and/ or profits.
When two companies merge, the new culture created must be reinforced with
employees, whose behavior and attitudes can be successfully altered to accept this new
environment through the use of incentives. As figures show, incentives are needed.
According to a recent article
Sometimes management does not look at employee's culture, behavior or incentives
according to S. DeVoge, senior vice president for the Hay Group.
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K. Morris (1996) noted that employees are affected and threatened by mergers. In
this circumstances it is better to let employees know what to expect and be honest with
them.
Constant and ongoing communication by the leadership team to all employees on
key issues that affect them is very important. Encouraging and building buy-in and coaching
through the difficulties is a recipe for success. Biases must be dealt with diplomatically, and
an attitude of give and take by way of meaningful compromise is sometimes necessary to
resolve tough people issues. (Nardozza, 1998)
Technology is the single biggest lever of change in the lodging industry and a critical
element in the post-merger integration process. Decisions must be made regarding which
systems stay and which systems go-both at the corporate and property levels. For many hotel
companies, computer systems and technology have not kept up with the times and, in some
cases, are either not year 2000 compliant of are unable to handle the vastly increased volume
of business activity resulting from the merger of acquisition.
An acquirer should consider some very important issues. Pritchett identifies first of
all, placing a proper top management, recognition of cultural differences of two companies,
acquiring not only someone else company, but someone else problems as well.
Employee attitude surveys and focus groups conducted by independent consultants
give a true picture of the situation in the company
Encourage and reward people for pointing out the problem
Inform employees ofboth sides of the merger, not only the good one.
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The importance of a well thought and properly developed follow-up management
can not be overestimated. Anticipation of the major changes, mostly negative leads to the
pessimism, wait-and-see attitude and resistance among employees (Pritchett, 1985)
In the initial stages of the post acquisition period, proper teaching and training will
be essential. It is very unwise to mislead employees stating that acquiring company does not
plan any changes. As a matter of fact, changes already began, people have rights to know
what to anticipate. Top management most concerns should be towards the adjustment
process that acquired company employees should go through. (Pritchett, 1985).
Pritchett identifies three key psychological dynamics that are generated in a post
merged situation - ambiguity, weakening trust level and self preservation. Very often top
management does not see a need to communicate all problems to employees, at the same
time employees anticipate changes in structure, reporting procedure, operating style and so
on. Trust level lowers as top management announces the fact of a merger. The greater
information vacuum and secretiveness and the bigger the initial shock, the weaker trust
level. Weak trust level leads to another dynamic which is self protective behavior. It can be
expressed in aggressiveness, pessimism or negative attitude.
Parent company needs to provide support, encouragement and coaching in order to
cope with
employees'insecurities and concerns. The best way is to set explicit goals in front
of the employees, explain them what is expected from them.
Experience shows that the most important are first few month. Ideally, this time
should be used for morale building, attitude improvement, innovation, and increased
productivity. But without deliberate, strategic planning directed toward these goals, a
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company is not likely to be motivated to perform better as people experience firm threat, and
anxiety.
The acquirer needs to know people's concerns on various levels - middle
management, technical staff, rank and file workers. (They appreciate opportunity share
then-
views, offer constructive ideas. - Conduct opinion survey* the best time is in a few weeks
after the merger, team building)
Some valuable workers need to be showed that their expertise and skills are relied on
and we can increase their satisfaction level by assigning them a heavy-duty task and special
development opportunities.
Level of uncertainty increases, lowering tolerance to frustration, decreasing physical
energy and leading to a high anxiety level.
Pritchett (1985) gives some advises to managers:
Make few promises, keep your promises
Provide more communication, listen with the third ear, be humble, exercise your best
public relations skills
Be prompt
Establish and communicate short term goals
Guard against overwhelming the acquired company with paperwork
I would emphasize ways Double tree cultivates loyalty and a service mentality
among it's employees: hiring practices, flexible scheduling and empowerment. I believe the
company took the right direction of employees management. These actions would probably
increase their loyalty and reveal post-merging stress.
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Hyatt developed Focus 2000, a plan that orchestrates an employees career in detail.
Its components include training, recognition, retention and community involvement.
The surveys, a part of focus 2000 Hyatt's program, are a good way to identify the
poor performance of general manager. This tactic is highly recommended to use in a post-
merged working environment because it'll give an opportunity to collect real info from
employees, their perception ofmanager's job and attitude.
Rowe (1998) proposes that employees must be given the tools to do their job
whatever it takes. Because of lack of trust by management employees are not given a chance
to make good judgements they are afraid of breaking the rules (Maxa ) One way to avoid
problems is to promote employee involvement. Schreiber likes programs that require
managers to hold regularly scheduled briefmeeting with each staffmember. In other words,
to involve employees and ask them how they are going to make things happen. Employees
would feel that management is concerned about their well being and their concerns.
2.11 Managing in a post-merged/post-acquisition environment
How it is done in Marriott International
Maintaining employee satisfaction level relatively high not only during extreme
conditions like mergers and acquisitions but also at other times is a feature of a success and
care of your employees. Therefore in the material bellow the practice ofmaking employees
happy is shown on the example ofMarriott International.
More than 185,000 people work for Marriott worldwide. For its workers Marriott
designed a number of family-friendly programs to maintain employee satisfaction level.
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Marriott International provides for its associates round clock 150 languages
"resource line" where master's level professionals can help employees with their concerns
and problems so they can stay focused on their job. There is a four-to-one return on the 1.5
million investment to run the resource line.
The other one is Child care Resource and Referral, Child Development Center, Child
Care Discount Program, Lactation Support Program, Healthy expectations prenatal
resources to name few. (Katz-Stone, 1998).
Looking for ways to cut costs and service improvement demands, while showing
higher employee and customer satisfaction ratings Sodexho Marriott have implemented a
new program called the integrated service program. The new program was introduced at
Boston's Lahey Hitchcock Clinic Nortshore Medical Center in 1994. On the initial stages of
implementing the program several service departments such as housekeeping, food and
nutrition services, laundry and linen were consolidated. Employees were cross-trained and
were eligible for a higher compensation rate. One associate was in charge of several
operations, that before were performed by two people. This program brought challenges for
managers too. Managers have to have experience in several department in order to obtain a
thorough understanding of the operations. The hiring technique was modified - new hirees
were tested for the ability to work in such a flexible environment and have the right
motivation and personality to do so. The results were impressive. The integrated service
program has enabled to produce highest employees and patient satisfaction as along with
meeting budgeted targets. (Buzalka, M. 1998).
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In order for the merger to be successful, management needs to keep employees
productive, motivated and dedicated to the new company. Many mergers are not successful
because of culture clashes.
Janelle Brittain, owner and executive director of the Chicago-based dynamic
performance institute, an international consulting and training company that has done
research for companies experiencing mergers agrees that a company should encourage and
reward employees for positive behavior during the time of changes. But once people know
what the goals are managers should think of a program that will motivate employees to
reach those goals.
One of the things that can help you to create unity and trust among employees is to
organize a big outing or event right after the merger. Try to make employees feel
enthusiastic
Nardoza (1998) suggests that leadership team of the acquiring company pays special
attention to the communication issues and develops the technique to ensure smooth
communication and delivery of the most important information that affect employees.
According to the study held by Acquisitions horizons over 40 percent of the
respondents described their acquisition efforts as somewhat successful or unsuccessful. The
most frequently mentioned reason for the disappointing results was that management in the
acquired firm was no as deep as expected. One management retention study has found that
only 1 chief executive in 10 still occupied his top management job two years after the
merger takes place
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Chapter 3 Methodology
3.1 The Setting of the Study
Various sources of information were reviewed in order to obtain a thorough
understanding of the problems that arise in a post-merger/post-acquisition period.
Apart from reviewing literature sources I employed such methods of research as
interviews with managers and a brief survey, that brings the questions about management's
most concerns and challenges. The survey covers the following aspects: employee turnover,
specialized training program for employees and for managers, customer and employees
complaints, new technology introduced to customers and customer loyalty.
A Likert-type format was used to design the questionnaire. RA Likert developed this
format in 1932 in which the scale represents a bipolar continuum. The low end (strongly
disagree) stands for a negative response, while the high end (strongly agree) represents a
positive response. In the end of the survey
"yes/no"
questions were input in relation to the
type of training that was provided to employees after the merger/acquisition.
Testing of the hypothesis was carried out on a sample of acquisition that occurred in
the banking industry. The sample included HSBC Bank branches that before the acquisition
were First Federal Savings and Loan Association ofRochester.
3.2 The Study Sample
Survey was addressed to
branches'
management. Among them 8 work in Operations,
2 - in Finance Department, 0 in Information Systems, 2 in Sales and Marketing, 0 in Human
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Resources and 8 in General Management. Total sample consisted of 20 HSBC branches in
Rochester area.
Looking at the years of experience of the respondents, we'll see that there are no
employees with less than one year of experience and 1 or 2 years. This is explained by the
fact that acquisition has taken place two years ago, therefore, the respondents who worked
for the company less than 2 years were not included. There are ten respondents, who worked
for the company 3 to 5 years. Only 2 work for 6 to 9 years and 8 managers remain with the
company for 1 0 to 1 5 years. The survey was not distributed among employees who stay with
the same company formore than 15 years.
3.3 Instruments used
The research was conducted with the use of a number of literature sources, Internet
information, interviews and surveys.
I employed Excel program in order to analyze the statistical data of the surveys.
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CHAPTER 4 Summary, Conclusions and Recommendations
The results of the survey provided general support for the study's hypothesis. The
results are summarized in the table bellow.
Summary of Survey Results Table 1.
# of the
Question
Survey
Question
Response
1 After the acquisition the employee turnover was high 3.35 Agree
2 There was a need for a specialized training program
for employees
3.35 Agree
3 Management had to get training as well as employees 3.3 Agree
4 Our branch got more complaints from the customers
after the acquisition
2.95 Agree
5 Our branch got more complaints from the employees
after the acquisition
2.85 Agree
6 Management put efforts to obtain customer feedback
about service
2.85 Agree
7 Management had to take actions to familiarize
customers with the new technology
3 Agree
8 The acquisition effected customer loyalty 3 Agree
Training program was developed to address the
following issues:
9 New technology Yes
10 Customer skills No
11 Higher level of qualification No
12 Handling more responsibilities No
4.1 Analysis ofTable "Summary of Survey Results"
1. The 'mean' for the first question was comparatively high - 3.35. Therefore, prevailed
managers'
opinion is that the turnover in a post-merger/post-acquisition environment is
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relatively high. For that reason, management's most important concerns should be
keeping employees at the workplace.
2. Most of the respondents agreed that during the transition period there was a need for a
specialized training program.
3. Managers of the service enterprises agreed upon the need for the specialized training for
management after the merger or acquisition took place.
4. The number of complaints from the customers increased after the consolidation.
5. Overall, employee satisfaction level decreased in opinion of managers in branches.
However, 'mean' falls between 'agree' and 'disagree', therefore this aspect is closely
related to specific branches and can not be applied to all service units.
6. In order to obtain feedback about service, management took certain actions. This
question did not get enough responses in order to claim that this statement is true for all
branches.
7. Relatively high
'mean'
on question 7 suggests that management have been conducting
some actions to familiarize customers with the new technology.
8. Customer loyalty was affected by the acquisition by the estimates ofmanagement.
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9. Specialized training program was held in the company and it was focusing on new
technology.
10. Data analysis does not give any indication that special training program addressed
customer skills.
1 1 . Training program was not meant to provide higher level of qualification.
12. Employees did not received training that would ensure ability to handle more
responsibilities.
4.2 Analysis of the Results by Minimum and Maximum Parameters Table 2
# of the
Question
Minimum Maximum Count
1 1 4 20
2 3 4 20
3 2 4 20
4 2 4 20
5 2 4 20
6 2 4 20
7 2 4 20
8 2 4 20
9 0 1 20
10 0 1 20
11 0 1 20
12 0 1 20
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The biggest range in the responses - from 1 to 4 - was in question number one.
Possible reasons for that might be the fact that management ofone of the branches employed
some methods to prevent turnover of employees in a post-acquisition period.
The slightest range in the responses is in question number two indicating that most of
the managers see a need for a specialized training program after the acquisition.
4.3 Recommendations
1 . To eliminate high level of turnover it is management's responsibility to:
Assign managers of changes on the key position after the process of
merging/acquiring
Work on integration prior to merger, involving teams from both companies
Provide frequent communication
Be honest with employees
Make sure all associate are acknowledged about the reasons for integration
Implement incentive plan
Develop a program that would include care for family of an associate
Ifpossible, offer employees to share the owning of the company
2. Because of the urgent need for a specialized training after the process of merger or
acquisition, the training program should be carefully developed and implemented.
Computer Based Training is recommended in terms of new technology because it
provides easy, comprehensive and interactive way of learning new computer programs.
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3. Building cultural integrity of the management team would allow to transfer values,
technology and systems effectively. Therefore, management, as well as employees has to
receive proper training.
4. Special efforts should be taken to maintain the level of customer satisfaction. Some of
them include: getting feedback from the customers and providing training to employees
at all levels (in terms of new technology, developing customer skills, in hotel industry -
developing hospitality skills: role plays, hands-on training)
5. Management should take into consideration methods for maintaining employee
satisfaction level.
6. Customer feedback is very important at this stage for the company's success. Therefor
focus groups, comment card and surveys are recommended during the transition period.
7. In some cases introducing new technology accompany the process of merging/
acquiring. In that situation, managers should develop a plan how to familiarize
customers with the new technology.
8. Customer loyalty could be affected in some cases. Sometimes it takes place because of
lack of awareness and customer's dislike of changes. One of the possible solutions for
that might be implementing option with the explanation of changes on the telephone
line.
9, 10, 11,12. Training program should include training on new technology introduced with
the merger, developing customer skills, increasing level of qualification and training in
ability to handle more responsibilities.
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Therefore, in conclusion, I would like to say that there several important factors that
management has to keep in mind during the transition period. First of all - build trust a/nong
employees. Second, leadership - a critical factor at all levels. Third - in order to know the
current situation and trends of the company after the merger, it is vital to obtain customer
and employees' feedback.
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APPENDIX A Descriptive Statistics for Survey Results
Question #1 Question #2
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.181731439
3.5
4
0.812727701
0.660526316
2.375878876
-1.41997186
3
Maximum 4
Sum 67
Count 20
Confidence Level(95.0%) 0.380368391
Question #3
Menu 3J
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.127733275
3
3
0.571240571
0.326315789
-0.39542144
-0.03764679
Sum
Count
66
Mean
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.109424331
3
3
0.489360485
0.239473684
-1.71945701
0.681161115
Minimum
Maximum 4
Sum 67
Count JO
Confidence Level(95.0%) 0.229027828
Question U4
Alean 2.95
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.135238581
3
3
0.604805319
0.365789474
0.188578718
0.011895141
?
Sum
Count
59
Confidence Level(95.0%) 0.2673489 Confidence Level(95.0%) 0.28305769
Hon U9
Mean
Standard Error
Median
0.6
0.112390297
1
Mean
Standard Error
Median
0.35
0.109424331
0
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.50262469
0.252631579
-2.01797386
-0.44212357
1
Minimum
Maximum
I)
1
Sum 12
(ou 111 20
Confidence Level(95.0%) 0.235235669
Question #11 |
Mean
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.25
0.099339927
0
0.444261658
0.197368421
-0.49673203
1.250514297
1
Maximum
Sum
Count
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.489360485
0.239473684
-1.71945701
0.681161115
1
Minimum
Maximum
0
1
Sum 7
Count 20
Confidence Level(95.0%) 0.229027828
Question #12
Mean
Standard Error
Median
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.35
0.109424331
0
0.489360485
0.239473684
-1.71945701
0.681161115
1
Confidence Level(95.0%) 0.207920921
Minimum
Maximum
0
1
Sum 7
Count 20
Confidence Level(95.0%) 0.229027828
Iuestion #5 non #6
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
0.131289155
3
3
0.587142949
0.344736842
0.177580035
0.004333747
2
Minimum 2
Maximum 4
Sum 57
Count 20
Confidence Level(95.0%) 0.274791444
IN 1 ea n 3
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
Minimum
Maximum
Sum
Count
0.14509525
3
3
0.648885685
0.421052632
-0.27941176
0
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Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
Minimum
Maximum
Sum
0.166622801
3
3
0.74515982
0.555263158
-1.04281258
0.256526497
9
57
Confidence Level(95.0%) 0.348745639
Standard Error
Median
Mode
Standard Deviation
Sample Variance
Kurtosis
Skewness
Range
.Minimum
Maximum
Sum
0.102597835
0.458831468
0.210526316
2.980392157
0
?
60
Confidence Level(95.0%) 0.30368794: Confidence Level(95.0%) 0.214739804
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